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SUB J : AEROSPACE INDUSTRY: GENERAL 

AVIATION POLICY 

REF: (A) OTTAWA 4461; (B) OTTAWA 4019 

1 . BEGIN SUMMARY. FURTHER CONVERSATIONS WITH GOC OFFICIALS 
CONFIRM THAT GOC DOES NOT YET HAVE A ' POLICY'' TO ENCOURAGE 
LIGHT AIRCRAFT MANUFACTURING IN CANADA BUT THAT HEAVY IMPORT 
DEPENDENCE IS CONSIDERED A PROBLEM TO BE SOLVED. RESTRICTIVE 
ACTION APPEARS UNLIKELY IN NEAR FUTURE BUT LONGER TERM IS LESS 
CERTAIN. OFFSET APPROACH IS CONCEPTALLY ATTRACTIVE ALBEIT 
DIFFICULT TO IMPLEMENT. END SUMMARY. 

2. A.G. CARR ( DIRECTOR, AEROSPACE SYSTEMS DIRECTORATE, 

DEPARTMENT OF INDUSTRY, TRADE AND COMMERCE), IN PRESENCE OF 
MARTIN BRENNAN (SENIOR GENERAL DIRECTOR, TRANSPORTATION 
INDUSTRIES BRANCH, ITC), DECEMBER 6, AMPLIFYING HIS REMARKS 
QUOATED REF (B), TOLD TCO THAT AT PRESENT TIME GOC DOES NOT 
HAVE ANY "POLICY" TO ENCOURAGE LIGHT AIRCRAFT MANUFACTURING 
IN CANADA. NOR DOES IT ANTICIPATE TAKING AND SIGNIFICANT POLICY 
INITIATIVE IN THIS AREA IN THE NEAR FUTURE. HOWEVER, HE ADDED, 

THE EXISTENCE OF A VERY LARGE UNBALANCED TRADE IN THIS SIGNIFI- 
CANT SECTOR OF HIGH TECHNOLOGY INDUSTRY IS A MATTER OF SERIOUS 
CONCERN TO THE GOVERNMENT AND RUNS CONTRARY TO GOC OBIECTIVES 
OF MINIMIZING RELIANCE UPON RAW MATERIALS AS THE BASIS OF CANADA'S 
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TED LABOR FORCE. GIVEN THE ECONOMICS OF THE LIGHT AIRCRAFT 
MANUFACTURING INDUSTRY NO SOLUTION TO THIS PROBLEM HAS SUR- 
FACED WHICH IS REASONABLE AND WHICH TAKES INTO ACCOUNT THE TOTALITY 
OF CANADA'S AEROSPACE RELATIONS WITH THE UNITED STATES. BUT IT 
IS NEVERTHELESS CONSIDERED A PROBLEM TO BE SOLVED AT SOME 
POINT. 

3. DURING COURSE OF CONVERSATION, CARR MENTIONED THE CONCEPT 
OF OFFSET AS A LEGITIMATE CANADIAN RESPONSE TO DEALING WITH 
THE AEROSPACE PROBLEM IN GENERAL. BRENNAN, HOWEVER, NOTED 
IMMEDIATELY THE DIFFICULTIES WITH OFFSET IN RELATION TO LIGHT 
AIRCRAFT IN VIEW OF THE LARGE NUMBER OF PRIVATE PURCHASERS 
INVOLVED AND THE LACK OF A DIRECT GOC INSTRUMENT SUCH AS 
EXISTS WITH AIR CANADA. BOTH SEEMED UNAWARE OF USG POLICY 
CONCERNS RE OFFSET (THEY ARE RELATIVELY NEW IN THEIR PRESENT 
JOBS) AND TCO EXPLAINED CONTENTS OF USG'S 

APRIL 1974 NOTE ON THE SUBJECT (STATE 072621, APRIL 10, 1974). 

CARR AND BRENNAN APPEARED INTERESTED IN IDEA OF CONSULTATION 
WITH THEIR U.S. COUNTERPARTS TO EXPLAIN THE GOC POLICY MORE 
SYSTEMATICALLY. AND SEEK TO MINIMIZE THE POSSIBLE DEVELOPMENT 
OF BILATERAL PROBLEMS. 

4. IN CONVERSATION WITH TCO A FEW DAYS EARLIER, WALTER 
MCLEISH (ADMINISTRATOR, CANADIAN AIR TRANSPORTATION 
ADMINISTRATION, MOT-EQUIVALENT OF FAA ADMINISTRATOR) 

OBSERVED THAT. ALTHOUGH HE HAD NO RESPONSIBILITY FOR 
INDUSTRIAL DEVELOPMENT POLICY, USG SHOULD BE AWARE THAT 
CANADA'S LIGHT AIRCRAFT IMPORT DEPENDENCE (CESSNA BEING THE 
DOMINANT MARKET FACTOR) WAS WIDELY CONSIDERED A SERIOUS 
PROBLEM. HE SUGGESTED THAT AT SOME POINT GOC MIGHT BE 
COMPELLED TO ACT TO CHANGE THE SITUATION. 

5. COMMENT: IT WOULD APPEAR ON THE BASIS OF THESE 
CONVERSATIONS AND CARR'S EARLIER REMARKS THAT WE WILL NOT 
BE FACED WITH RESTRICTIVE ACTION IN THE GENERAL AVIATION 
SECTOR IN THE NEAR FUTURE. THE OUTLOOK FOR THE LONGER TERM 
IS MUCH LESS CERTAIN. IT IS OBVIOUS THAT THE OFFSET CONCEPT 
CONTINUES TO HOLD A BASIC ATTRACTION FOR GOC OFFICIALS 
CONCERNED WITH INDUSTRIAL DEVELOPMENT STRATEGY. 

ENDERS 
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